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Department of the Treasury
Internal Revenue Service2011

Shareholder’s Instructions
for Schedule K-1
(Form 1120S)
Shareholder’s Share of Income, Deductions, Credits, etc. 
(For Shareholder’s Use Only)

Section references are to the Internal corporation must report such must file Form 5713, International
Revenue Code unless otherwise noted. amounts totaling $10 or more for the Boycott Report.

calendar year on Form 1099-DIV, If the corporation cooperated with
Dividends and Distributions. an international boycott, it must giveWhat’s New you a copy of its Form 5713. YouInconsistent Treatment must file your own Form 5713 toThe IRS has created a page on

report the corporation’s activities andof ItemsIRS.gov for information about
any other boycott operations that youSchedule K-1 (Form 1120S) and its Generally, you must report corporate may have. You may lose certain taxinstructions at www.irs.gov/ items shown on your Schedule K-1 benefits if the corporation participatedform1120s. Information about any (and any attached statements) the in, or cooperated with, anfuture developments affecting same way that the corporation treated international boycott. See Form 5713Schedule K-1 (such as legislation the items on its return. and its instructions for details.enacted after we released it) will be

If the treatment on your original orposted on that page.
amended return is inconsistent with Elections
the corporation’s treatment, or if the Generally, the corporation decidesGeneral Instructions corporation has not filed a return, file how to figure taxable income from itsForm 8082, Notice of Inconsistent operations. However, certainTreatment or AdministrativePurpose of Schedule K-1 elections are made by you separatelyAdjustment Request (AAR), with yourThe corporation uses Schedule K-1 to on your income tax return and not byoriginal or amended return to identifyreport your share of the corporation’s the corporation. These elections areand explain any inconsistency (or toincome (reduced by any tax the made under the following codenote that a corporate return has notcorporation paid on the income), sections.been filed).deductions, credits, etc. Keep it for • Section 59(e) (deduction of certain

your records. Do not file it with your If you are required to file Form qualified expenditures ratably over
tax return unless backup withholding 8082 but do not do so, you may be the period of time specified in that
is reported in box 13 using code O. subject to the accuracy-related section). For details, see the
The corporation has filed a copy with penalty. This penalty is in addition to instructions for code J in box 12.
the IRS. any tax that results from making your • Section 263A(d) (preproductive

amount or treatment of the item expenses). See the instructions forYou are liable for tax on your share consistent with that shown on the code M in box 12.of the corporation’s income, whether corporation’s return. Any deficiency • Section 617 (deduction andor not distributed. Include your share that results from making the amounts recapture of certain miningon your tax return if a return is consistent may be assessed exploration expenditures).required. Use these instructions to immediately. • Section 901 (foreign tax credit).help you report the items shown on
Schedule K-1 on your tax return. Errors Additional Information

Your share of S corporation If you believe the corporation has For more information on theincome is not self-employment made an error on your Schedule K-1, treatment of S corporation income,income and it is not subject to notify the corporation and ask for a deductions, credits, etc., see Pub.self-employment tax. corrected Schedule K-1. Do not 535, Business Expenses; Pub. 550,
The amount of loss and deduction change any items on your copy of Investment Income and Expenses;

you may claim on your tax return may Schedule K-1. Be sure that the and Pub. 925, Passive Activity and
be less than the amount reported on corporation sends a copy of the At-Risk Rules.
Schedule K-1. It is the shareholder’s corrected Schedule K-1 to the IRS. If To get forms and publications, seeresponsibility to consider and apply you are unable to reach agreement the instructions for your tax return orany applicable limitations. See with the corporation regarding the visit the IRS website at IRS.gov.Limitations on Losses, Deductions, inconsistency, file Form 8082.
and Credits, later, for more Limitations on Losses,information. International Boycotts

Deductions, and CreditsSchedule K-1 does not show Every corporation that had operations
actual dividend distributions the in, or related to, a boycotting country, There are three potential limitations
corporation made to you. The company, or a national of a country on corporate losses that you can
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deduct on your return. These made by the corporation reported on subtracting the property’s fair market
limitations and the order in which you Schedule K-1, box 16, code D, minus value and adding the property’s
must apply them are as follows: the (b) the amount of such distributions in adjusted basis.
basis rules, the at-risk limitations, and excess of the basis in your stock.
the passive activity limitations. These  You may elect to decrease your3.  Basis is decreased by (a)
limitations are discussed below. basis under (4) prior to decreasingnondeductible expenses and (b) the

your basis under (3). If you make thisdepletion deduction for any oil andOther limitations may apply to
election, any amount described undergas property held by the corporation,specific deductions (for example, the
(3) that exceeds the basis of yourbut only to the extent your share ofsection 179 expense deduction).
stock and debt owed to you by thethe property’s adjusted basis exceedsGenerally, specific limitations apply
corporation is treated as an amountthat deduction.before the basis, at-risk, and passive
described under (3) for the followingloss limitations. 4. Basis is decreased by all tax year.

deductible losses and deductionsBasis Rules reported on Schedule K-1 adjusted, if To make the election, attach a
Generally, the deduction for your the corporation made a charitable statement to your timely filed original
share of aggregate losses and contribution of property, by or amended return that states you
deductions reported on Schedule K-1
is limited to the basis of your stock
(determined with regard to
distributions received during the tax

Worksheet for Figuring a Shareholder’syear) and loans from you to the
Stock Basis Keep for Your Recordscorporation. For details and

exceptions, see section 1366(d). The
basis of your stock is generally

1. Your stock basis at the beginning of the year . . . . . . . . . . . 1.figured at the end of the corporation’s
tax year. Any losses and deductions  Increases:not allowed this year because of the
basis limit can be carried forward 2. Money and your adjusted basis in property contributed to
indefinitely and deducted in a later the corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.
year subject to the basis limit for that

3. Your share of the corporation’s income (includingyear.
tax-exempt income) reduced by any amount included in

You are responsible for keeping income with respect to clean renewable energy, Midwestern
the information needed to figure the tax credit, or (for bonds issued before October 4, 2008)
basis of your stock in the corporation. qualified zone academy bonds . . . . . . . . . . . . . . . . . . . . . 3.
Schedule K-1 provides information to

4. Other increases to basis, including your share of the excesshelp you figure your stock basis at the
of the deductions for depletion (other than oil and gasend of each corporate tax year. The
depletion) over the basis of the property subject to depletion 4.basis of your stock (generally, its

cost) is adjusted as follows and,  Decreases:except as noted, in the order listed. In
addition, basis may be adjusted 5. Distributions of money and the fair market value of property
under other provisions of the Internal (excluding dividend distributions reportable on Form
Revenue Code. You can generally 1099-DIV and distributions in excess of basis (the sum of
use the Worksheet for Figuring a lines 1 through 4)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.  (             )
Shareholder’s Stock Basis to figure

6. Enter: (a) your share of the corporation’s nondeductibleyour aggregate stock basis.
expenses and the depletion deduction for any oil and gas1. Basis is increased by (a) all property held by the corporation (but only to the extent yourincome (including tax-exempt share of the property’s adjusted basis exceeds theincome) reported on Schedule K-1 depletion deduction) or (b) if the election under Regulationsand (b) the excess of the deduction section 1.1367-1(g) applies, your share of the corporation’sfor depletion (other than oil and gas deductions and losses (include your entire share of thedepletion) over the basis of the section 179 expense deduction even if your allowableproperty subject to depletion. section 179 expense deduction is smaller) adjusted, if the
corporation made a charitable contribution of property, byYou must report on your
subtracting your share of the fair market value of thereturn (if you are required to
contributed property and adding your share of thefile one) any amount requiredCAUTION

!
property’s adjusted basis . . . . . . . . . . . . . . . . . . . . . . . . . 6. (             )to be included in gross income for it

to increase your basis. 7. If the election under Regulations section 1.1367-1(g)
applies, enter the amount from 6(a) above. Otherwise enterBasis is not increased by
the amount from 6(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7. (             )income from discharge of your

indebtedness in the SCAUTION
!

8. Enter the smaller of (a) the excess, as of the beginning of
corporation (nor by any amount the tax year, of the amount you are owed for loans you
included in income with respect to made to the corporation over your basis in those loans or
clean renewable energy, Midwestern (b) the sum of lines 1 through 7. This amount increases
tax credit, or (for bonds issued before your loan basis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8. (             )
October 4, 2008) qualified zone

9. Your stock basis in the corporation at the end of the year.academy bonds).
Combine lines 1 through 8 . . . . . . . . . . . . . . . . . . . . . . . . 9.2. Basis is decreased by (a)

property distributions (including cash)
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agree to the carryover rule of as a trade or business or for the credits. These rules apply to
Regulations section 1.1367-1(g) and production of income, and shareholders who:
the name of the S corporation to •  Amounts in the activity for which • Are individuals, estates, or trusts,
which the rule applies. Once made, you are not at risk. and
the election applies to the year for • Have a passive activity loss or The at-risk rules generally limit thewhich it is made and all future tax credit for the tax year.amount of loss and other deductionsyears for that S corporation, unless Generally, passive activitiesthat you can claim to the amount youthe IRS agrees to revoke your include:could actually lose (your economicelection. loss) in the activity. These losses and 1. Trade or business activities in

 The basis of each share of stock deductions include a loss on the which you did not materially
is increased or decreased (but not disposition of assets and the section participate and
below zero) based on its pro rata 179 expense deduction. However, if 2. Activities that meet the
share of the above adjustments. If the you acquired your stock before 1987, definition of rental activities under
total decreases in basis attributable to the at-risk rules do not apply to losses Temporary Regulations section
a share exceed that share’s basis, from an activity of holding real 1.469-1T(e)(3) and Regulations
the excess reduces (but not below property placed in service before section 1.469-1(e)(3).
zero) the remaining bases of all other 1987 by the corporation. The activity

 Passive activities do not include:shares of stock in proportion to the of holding mineral property does not
remaining basis of each of those qualify for this exception. The 1. Trade or business activities in
shares. corporation should identify on a which you materially participated.

statement attached to Schedule K-1 2. Rental real estate activities inBasis of loans.  The basis of your any losses that are not subject to the which you materially participated ifloans to the corporation is generally at-risk limitations. you were a real estate professionalthe balance the corporation owes
for the tax year. You were a realyou, adjusted for any reductions and Generally, you are not at risk for
estate professional only if you metrestorations of loan basis (see the amounts such as the following.
both of the following conditions.instructions for box 16, code E). Any • The basis of your stock in the

a. More than half of the personalamounts described in (3) and (4), corporation or the basis of your loans
services you performed in trades orearlier, not used to offset amounts in to the corporation if the cash or other
businesses were performed in real(1), earlier, or reduce your stock property used to purchase the stock
property trades or businesses inbasis, are used to reduce your loan or make the loans was from a source
which you materially participated andbasis (to the extent of such basis (a) covered by nonrecourse

b.  You performed more than 750prior to such reduction). indebtedness (except for certain
hours of services in real propertyqualified nonrecourse financing, as
trades or businesses in which youWhen determining your basis defined in section 465(b)(6)); (b)
materially participated.in loans to the corporation, protected against loss by a

remember that:  For purposes of this rule, eachCAUTION
!

guarantee, stop-loss agreement, or
interest in rental real estate is aother similar arrangement; or (c) that
separate activity, unless you elect tois covered by indebtedness from a• Distributions do not reduce loan
treat all interests in rental real estateperson who has an interest in thebasis, and
as one activity. For details on makingactivity or from a person related to a• Loans that a shareholder
this election, see the Instructions forperson (except you) having such anguarantees or co-signs are not part of
Schedule E (Form 1040).interest, other than a creditor.a shareholder’s loan basis.

• Any cash or property contributed to If you are married filing jointly,
 See section 1367 and its a corporate activity, or your interest in either you or your spouse must

regulations for more details. the corporate activity, that is (a) separately meet both of the above
covered by nonrecourse conditions, without taking intoWorksheet instructions. For lines
indebtedness (except for certain account services performed by the6 and 7, do not enter more than the
qualified nonrecourse financing, as other spouse.aggregate sum of the preceding lines.
defined in section 465(b)(6)); (b)Any excess of the amounts that A real property trade or business is
protected against loss by awould otherwise be entered on lines 6 any real property development,
guarantee, stop-loss agreement, orand 7 without regard to this limit over redevelopment, construction,
other similar arrangement; or (c) thatthe amounts actually entered on reconstruction, acquisition,
is covered by indebtedness from athose lines is a reduction to your conversion, rental, operation,
person who has an interest in thebasis, if any, in loans you made to the management, leasing, or brokerage
activity or from a person related to acorporation (to the extent of such trade or business. Services you
person (except you) having such anbasis). Any portion of the excess not performed as an employee are not
interest, other than a creditor.used to reduce your basis in stock treated as performed in a real

and loans is not deductible in the property trade or business unless youAny loss from a section 465
current year and is carried over to owned more than 5% of the stock (oractivity not allowed for this tax year
next year and subject to that year’s more than 5% of the capital or profitswill be treated as a deduction
basis limit. See the preceding interest) in the employer.allocable to the activity in the next tax
instructions for more details. 3. The rental of a dwelling unit anyyear.

shareholder used for personal
At-Risk Limitations You should get a separate purposes during the year for more

statement of income, expenses, etc.,Generally, you will have to complete than the greater of 14 days or 10% of
for each activity from the corporation.Form 6198, At-Risk Limitations, to the number of days that the residence

figure your allowable loss, if you was rented at fair rental value.
Passive Activity Limitationshave: 4.  Activities of trading personal

•  A loss or other deduction from any Section 469 provides rules that limit property for the account of owners of
activity carried on by the corporation the deduction of certain losses and interests in the activities.
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If you have a passive activity loss participate under any of the material  If you determine that you did not
or credit, use Form 8582, Passive participation tests (other than this materially participate in a trade or
Activity Loss Limitations, to figure test). business activity of the corporation or
your allowable passive losses and 5.  You materially participated in if you have income (loss), deductions,
Form 8582-CR, Passive Activity the activity for any 5 tax years or credits from a rental activity of the
Credit Limitations, to figure your (whether or not consecutive) during corporation (other than a rental real
allowable passive credits. See the the 10 tax years that immediately estate activity in which you materially
instructions for these forms for precede the tax year. participated as a real estate
details. 6. The activity was a personal professional), the amounts from that

service activity and you materially activity are passive. Report passive If the corporation had more than
participated in the activity for any 3 income (losses), deductions, andone activity, it will attach a statement
tax years (whether or not credits as follows.to your Schedule K-1 that identifies
consecutive) preceding the tax year. 1. If you have an overall gain (theeach activity (trade or business
A personal service activity involves excess of income over deductionsactivity, rental real estate activity,
the performance of personal services and losses, including any prior yearrental activity other than rental real
in the fields of health, law, unallowed loss) from a passiveestate, etc.) and specifies the income
engineering, architecture, accounting, activity, report the income,(loss), deductions, and credits from
actuarial science, performing arts, deductions, and losses from theeach activity.
consulting, or any other trade or activity as indicated in theseMaterial participation.  You must business in which capital is not a instructions.determine if you materially material income-producing factor. 2.  If you have an overall loss (theparticipated (a) in each trade or 7.  Based on all the facts and excess of deductions and losses,business activity held through the circumstances, you participated in the including any prior year unallowedcorporation and (b) if you were a real activity on a regular, continuous, and loss, over income) or credits from aestate professional (defined earlier), substantial basis during the tax year. passive activity, report the income,in each rental real estate activity held

deductions, losses, and credits fromthrough the corporation. All Work counted toward material all passive activities using thedeterminations of material participation. Generally, any work Instructions for Form 8582 or Formparticipation are based on your that you or your spouse does in 8582-CR, to see if your deductions,participation during the corporation’s connection with an activity held losses, and credits are limited undertax year. through an S corporation (where you the passive activity rules.
Material participation standards for own your stock at the time the work is

shareholders who are individuals are done) is counted toward material Special allowance for a rental real
listed below. Special rules apply to participation. However, work in estate activity. If you actively
certain retired or disabled farmers connection with the activity is not participated in a rental real estate
and to the surviving spouses of counted toward material participation activity, you may be able to deduct up
farmers. See the Instructions for if either of the following applies. to $25,000 of the loss (or credit
Form 8582 for details. equivalent to a $25,000 deduction)1. The work is not the type of work

from the activity from nonpassiveIndividuals. If you are an that owners of the activity would
income. This “special allowance” isindividual, you materially participated usually do and one of the principal
an exception to the general rulein an activity only if one or more of purposes of the work that you or your
disallowing losses in excess ofthe following apply. spouse does is to avoid the passive
income from passive activities. Theloss or credit limitations.1. You participated in the activity
special allowance is not available if2. You do the work in yourfor more than 500 hours during the
you were married, file a separatecapacity as an investor and you aretax year.
return for the year, and did not livenot directly involved in the day-to-day2. Your participation in the activity
apart from your spouse at all timesoperations of the activity. Examplesfor the tax year constituted
during the year.of work done as an investor thatsubstantially all the participation in

would not count toward materialthe activity of all individuals (including Only individuals can actively
participation include:individuals who are not owners of participate in a rental real estate

a. Studying and reviewinginterests in the activity). activity. However, a decedent’s estate
financial statements or reports on3. You participated in the activity (including a qualified revocable trust
operations of the activity,for more than 100 hours during the for which a section 645 election has

b. Preparing or compilingtax year, and your participation in the been made) is treated as actively
summaries or analyses of theactivity for the tax year was not less participating for its tax years ending
finances or operations of the activitythan the participation in the activity of less than 2 years after the decedent’s
for your own use, andany other individual (including death, if the decedent would have

c. Monitoring the finances orindividuals who were not owners of satisfied the active participation
operations of the activity in ainterests in the activity) for the tax requirement for the activity for the tax
nonmanagerial capacity.year. year the decedent died.

4.  The activity was a significant
You are not considered to activelyparticipation activity for the tax year, Effect of determination. Income

participate in a rental real estateand you participated in all significant (loss), deductions, and credits from
activity if, at any time during the taxparticipation activities (including an activity are nonpassive if you
year, your interest (including youractivities outside the corporation) determine that:
spouse’s interest) in the activity wasduring the year for more than 500 • You materially participated in a
less than 10% (by value) of allhours. A significant participation trade or business activity of the
interests in the activity.activity is any trade or business corporation, or

activity in which you participated for • You were a real estate professional Active participation is a less
more than 100 hours during the year (defined earlier) in a rental real estate stringent requirement than material
and in which you did not materially activity of the corporation. participation. You may be treated as

-4- Instructions for Schedule K-1 (Form 1120S)
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actively participating if you • The exclusion of amounts received
participated, for example, in making under an employer’s adoption Specific Instructions
management decisions or arranging assistance program.
for others to provide services (such Part III. Shareholder’sas repairs) in a significant and bona Commercial revitalization
fide sense. Management decisions Share of Current Yeardeduction. The special $25,000
that can count as active participation allowance for the commercial Income, Deductions,include approving new tenants, revitalization deduction from rental
deciding rental terms, approving Credits, and Other Itemsreal estate activities is not subject to
capital or repair expenditures, and the active participation rules or The amounts shown in boxes 1other similar decisions. modified adjusted gross income limits through 17 reflect your share of

discussed above. See the instructions income, loss, deductions, credits,Modified adjusted gross income
for box 12, code N for more etc., from corporate business orlimitation. The maximum special
information. rental activities without reference toallowance that single individuals and

limitations on losses, credits, or othermarried individuals filing a joint return
items that may have to be adjustedcan qualify for is $25,000. The Special rules for certain other
because of:maximum is $12,500 for married activities. If you have net income

individuals who file separate returns (loss), deductions, or credits from any 1. The adjusted basis of your
and who lived apart at all times during stock and debt in the corporation,activity to which special rules apply,
the year. The maximum special 2.  The at-risk limitations,the corporation will identify the activity
allowance for which an estate can 3. The passive activity limitations,and all amounts relating to it on
qualify is $25,000 reduced by the orSchedule K-1 or on an attached
special allowance for which the 4. Any other limitations that muststatement.
surviving spouse qualifies. be taken into account at the

shareholder level in figuring taxableIf you have net income subject toIf your modified adjusted gross income (for example, the section 179recharacterization under Temporaryincome (defined below) is $100,000 expense limitation).Regulations section 1.469-2T(f) andor less ($50,000 or less if married
Regulations section 1.469-2(f), reportfiling separately), your loss is  For information on thesesuch amounts according to thedeductible up to the maximum special provisions, see Limitations onInstructions for Form 8582.allowance referred to in the preceding Losses, Deductions, and Credits,paragraph. If your modified adjusted earlier.gross income is more than $100,000 If you have net income (loss),

If you are an individual, and the(more than $50,000 if married filing deductions, or credits from either of
above limitations do not apply to theseparately), the special allowance is the following activities, treat such
amounts shown on your Schedulelimited to 50% of the difference amounts as nonpassive and report
K-1, take the amounts shown andbetween $150,000 ($75,000 if them as indicated in these
report them on the lines of your taxmarried filing separately) and your instructions.
return as indicated in the summarizedmodified adjusted gross income. 1. The rental of a dwelling unit any reporting information shown on pageWhen modified adjusted gross shareholder used for personal 2 of the Schedule K-1. If any of theincome is $150,000 or more ($75,000

purposes during the year for more above limitations apply, adjust theor more if married filing separately),
than the greater of 14 days or 10% of amounts on Schedule K-1 before youthere is no special allowance.
the number of days that the residence report them on your return.

Modified adjusted gross income is was rented at fair rental value.
When applicable, the passiveyour adjusted gross income figured 2.  Trading personal property for activity limitations on losses arewithout taking into account the the account of owners of interests in applied after the limitations on lossesfollowing amounts, if applicable. the activity. for a shareholder’s basis in stock and• Any passive activity loss.

debt and the shareholder’s at-risk• Any rental real estate loss allowed amount.Self-charged interest. Theunder section 469(c)(7) to real estate
corporation will report any The line numbers in theprofessionals (defined earlier).

summarized reporting information on“self-charged” interest income or• Any overall loss from a
page 2 of Schedule K-1 areexpense that resulted from loanspublicly-traded partnership.
references to forms in use forbetween you and the corporation (or• Any taxable social security or
calendar year 2011. If you file yourbetween the corporation and anotherequivalent railroad retirement
tax return on a calendar year basis,S corporation or partnership if bothbenefits.
but the corporation files a return for aentities have the same owners with• Any deductible contributions to an
fiscal year, report the amounts onthe same proportional interest in eachIRA or certain other qualified
your tax return for the year in whichentity). If there was more than oneretirement plans under section 219.
the corporation’s fiscal year ends. Foractivity, the corporation will provide a• The domestic production activities
example, if the corporation’s tax yearstatement allocating the interestdeduction.
ends in February 2012, report theincome or expense with respect to• The student loan interest
amounts on your 2012 tax return.each activity. The self-chargeddeduction.

interest rules do not apply to your• The tuition and fees deduction. If you have losses, deductions, or
interest in the S corporation if the• The deductible part of credits from a prior year that were not
corporation made an election underself-employment taxes. deductible or usable because of
Regulations section 1.469-7(g) to• The exclusion from income of certain limitations, such as the basis
avoid the application of these rules.interest from Series EE or I U.S. rules or the at-risk limitations, take
See the Instructions for Form 8582Savings Bonds used to pay higher them into account in determining your
for details.education expenses. income, loss, or credits for this year.
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However, except for passive activity b. If a loss is reported in box 1, income on Schedule E (Form 1040),
losses and credits, do not combine follow the Instructions for Form 8582 line 28, column (g).
the prior-year amounts with any to figure how much of the loss can be
amounts shown on this Schedule K-1 reported on Schedule E (Form 1040), Box 3. Other Net Rentalto get a net figure to report on your line 28, column (f). Income (Loss)return. Instead, report the amounts on

The amount in box 3 is a passiveyour return on a year-by-year basis. Box 2. Net Rental Real Estate activity amount for all shareholders. If
Income (Loss) If you have amounts other the corporation had more than one

than those shown on rental activity, it will attach aGenerally, the income (loss) reported
Schedule K-1 to report on statement identifying the income orin box 2 is a passive activity amountCAUTION

!
Schedule E (Form 1040), enter each loss from each activity. Report thefor all shareholders. However, the
item separately on line 28 of income or loss as follows.income (loss) in box 2 is not from a
Schedule E (Form 1040). passive activity if you were a real 1. If box 3 is a loss, follow the

estate professional (defined earlier) Instructions for Form 8582 to figureCodes.  In box 10 and boxes 12 and you materially participated in the how much of the loss can be reportedthrough 17, the corporation will activity. If the corporation had more on Schedule E (Form 1040), line 28,identify each item by entering a code than one rental real estate activity, it column (f).in the column to the left of the dollar will attach a statement identifying the 2. If income is reported in box 3,amount entry space. These codes are income or loss from each activity. report the income on Schedule Eidentified on page 2 of Schedule K-1
(Form 1040), line 28, column (g).and in these instructions. If you are filing a 2011 Form 1040,

use the following instructions toAttached statements. The Portfolio Incomedetermine where to report a box 2corporation will enter an asterisk (*)
amount. Portfolio income or loss (shown inafter the code, if any, in the column to

boxes 4 through 8b and in box 10,1. If you have a loss from athe left of the dollar amount entry
code A) is not subject to the passivepassive activity in box 2 and youspace for each item for which it has
activity limitations. Portfolio incomemeet all the following conditions,attached a statement providing
includes income (not derived in thereport the loss on Schedule E (Formadditional information. For those
ordinary course of a trade or1040), line 28, column (f).informational items that cannot be
business) from interest, ordinarya.  You actively participated in thereported as a single dollar amount,
dividends, annuities, or royalties, andcorporate rental real estate activities.the corporation will enter an asterisk
gain or loss on the sale of propertySee Special allowance for a rentalin the left column and enter “STMT” in
that produces such income or is heldreal estate activity under Passivethe dollar amount entry space to
for investment.Activity Limitations, earlier.indicate the information is provided

b. Rental real estate activities withon an attached statement.
Box 4. Interest Incomeactive participation were your only

passive activities. Report interest income on line 8a ofIncome (Loss) c. You have no prior year Form 1040.
unallowed losses from theseBox 1. Ordinary Business activities. Box 5a. Ordinary Dividends

Income (Loss) d.  Your total loss from the rental Report ordinary dividends on line 9a
real estate activities was not moreThe amount reported in box 1 is your of Form 1040.
than $25,000 (not more than $12,500share of the ordinary income (loss)
if married filing separately and youfrom trade or business activities of Box 5b. Qualified Dividends
lived apart from your spouse all year).the corporation. Generally, where you Report any qualified dividends on linereport this amount on Form 1040 e. If you are a married person 9b of Form 1040.depends on whether the amount is filing separately, you lived apart from

Note.  Qualified dividends arefrom an activity that is a passive your spouse all year.
excluded from investment income,activity to you. If you are an individual f. You have no current or prior
but you may elect to include part orshareholder filing a 2011 Form 1040, year unallowed credits from a passive
all of these amounts in investmentfind your situation below and report activity.
income. See the instructions for lineyour box 1 income (loss) as g. Your modified adjusted gross
4g of Form 4952, Investment Interestinstructed after applying the basis income was not more than $100,000
Expense Deduction, for importantand at-risk limitations on losses. If the (not more than $50,000 if married
information on making this election.corporation had more than one trade filing separately and you lived apart

or business activity, it will attach a from your spouse all year).
 If you have any foreignstatement identifying the income or 2. If you have a loss from a source qualified dividends,loss from each activity. passive activity in box 2 and you do see the instructions for lineCAUTION

!
1. Report box 1 income (loss) not meet all the conditions in 1 above, 14.from corporate trade or business follow the Instructions for Form 8582

activities in which you materially to figure how much of the loss you Box 6. Royaltiesparticipated on Schedule E (Form can report on Schedule E (Form
Report royalties on Schedule E (Form1040), line 28, column (h) or (j). 1040), line 28, column (f).
1040), line 3b.2.  Report box 1 income (loss) 3. If you were a real estate

from corporate trade or business professional and you materially Box 7. Net Short-Termactivities in which you did not participated in the activity, report box
Capital Gain (Loss)materially participate, as follows. 2 income (loss) on Schedule E (Form

1040), line 28, column (h) or (j).a.  If income is reported in box 1, Report the net short-term capital gain
4.  If you have income from areport the income on Schedule E (loss) on Schedule D (Form 1040),

passive activity in box 2, report the(Form 1040), line 28, column (g). line 5.
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Schedule K-1 (Form 1120S)” across Code D. Mining exploration costsBox 8a. Net Long-Term
these columns. recapture. The corporation will giveCapital Gain (Loss) you a statement that shows theIf the amount is a loss from aReport the net long-term capital gain information needed to recapturepassive activity, see Passive Loss(loss) on Schedule D (Form 1040), certain mining exploration costsLimitations in the Instructions forline 12. (section 617). See Pub. 535 forForm 4797. Report the loss following

details. If you have any foreign the Instructions for Form 8582 to
source net long-term capital figure how much of the loss is Code E. Other income (loss).
gain (loss), see the allowed on Form 4797. If the Amounts with code E are other itemsCAUTION

!
instructions for line 14. corporation had net section 1231 gain of income, gain, or loss not included

(loss) from more than one activity, it in boxes 1 through 9 or in box 10Box 8b. Collectibles (28%) will attach a statement that will using codes A through D. The
Gain (Loss) identify the section 1231 gain (loss) corporation should give you a

from each activity. description and the amount of yourReport collectibles gain or loss on line
share for each of these items.4 of the 28% Rate Gain  If you have any foreignWorksheet—Line 18 in the Report loss items that are passivesource net section 1231 gainInstructions for Schedule D (Form activity amounts to you following the(loss), see the instructions forCAUTION

!
1040). Instructions for Form 8582.line 14.
Box 8c. Unrecaptured Code E items may include theBox 10. Other Income (Loss) following.Section 1250 Gain

Code A. Other portfolio income •  Income from recoveries of taxThere are three types of
(loss). The corporation will report benefit items. A tax benefit item is anunrecaptured section 1250 gain.
portfolio income other than interest, amount you deducted in a prior taxReport your share of this
ordinary dividend, royalty, and capital year that reduced your income tax.unrecaptured gain on the
gain (loss) income, and attach a Report this amount on Form 1040,Unrecaptured Section 1250 Gain
statement to tell you what kind of line 21, to the extent it reduced yourWorksheet—Line 19 in the
portfolio income is reported. tax.Instructions for Schedule D (Form • Gambling gains and losses.If the corporation held a residual1040) as follows.

1.  If the corporation was notinterest in a real estate mortgage• Report unrecaptured section 1250
engaged in the trade or business ofinvestment conduit (REMIC), it willgain from the sale or exchange of the
gambling, (a) report gamblingreport on the statement your share ofcorporation’s business assets on line
winnings on Form 1040, line 21 andREMIC taxable income (net loss) that5.
(b) deduct gambling losses to theyou report on Schedule E (Form• Report unrecaptured section 1250
extent of winnings on Schedule A1040), line 38, column (d). Thegain from the sale or exchange of an
(Form 1040), line 28.statement will also report your shareinterest in a partnership on line 10.

2. If the corporation was engagedof any “excess inclusion” that you• Report unrecaptured section 1250
in the trade or business of gambling,report on Schedule E (Form 1040),gain from an estate, trust, regulated
(a) report gambling winnings on lineline 38, column (c), and your share ofinvestment company (RIC), or real
28 of Schedule E (Form 1040) andsection 212 expenses that you reportestate investment trust (REIT) on line
(b) deduct gambling losses (to theon Schedule E (Form 1040), line 38,11.
extent of winnings) on Schedule Ecolumn (e). If you itemize your If the corporation reports only
(Form 1040), line 28, column (h).deductions on Schedule A (Formunrecaptured section 1250 gain from •  Gain (loss) from the disposition of1040), you may also deduct thesethe sale or exchange of its business
an interest in oil, gas, geothermal, orsection 212 expenses as aassets, it will enter a dollar amount in
other mineral properties. Themiscellaneous deduction subject tobox 8c. If it reports the other two
corporation will attach a statementthe 2% limit on Schedule A (Formtypes of unrecaptured gain, it will
that provides a description of the1040), line 23.provide an attached statement that
property, your share of the amountshows the amount for each type of Code B. Involuntary conversions.
realized from the disposition, yourunrecaptured section 1250 gain. This is your net loss from involuntary
share of the corporation’s adjustedconversions due to casualty or theft.
basis in the property (for other thanBox 9. Net Section 1231 Gain The corporation will give you a
oil or gas properties), and your share(Loss) statement that shows the amounts to
of the total intangible drilling costs,be reported on Form 4684,The amount in box 9 is generally development costs, and miningCasualties and Thefts, line 34,passive if it is from a: exploration costs (section 59(e)columns (b)(i), (b)(ii), and (c).• Rental activity, or expenditures) passed through for the•  Trade or business activity in which If there was a gain (loss) from a property. You must figure your gain oryou did not materially participate. casualty or theft to property not used loss from the disposition by

in a trade or business or for However, an amount from a rental increasing your share of the adjusted
income-producing purposes, thereal estate activity is not from a basis by the intangible drilling costs,
corporation will provide you with thepassive activity if you were a real development costs, or mine
information you need to completeestate professional (defined earlier) exploration costs for the property that
Form 4684.and you materially participated in the you capitalized (that is, costs that you

activity. Code C. Section 1256 contracts did not elect to deduct under section
If the amount is either (a) a loss and straddles. The corporation will 59(e)). Report a loss in Part I of Form

that is not from a passive activity or report any net gain or loss from 4797. Report a gain in Part III of
(b) a gain, report it on Form 4797, line section 1256 contracts. Report this Form 4797 in accordance with the
2, column (g). Do not complete amount on Form 6781, Gains and instructions for line 28. See
columns (b) through (f) on line 2 of Losses From Section 1256 Contracts Regulations section 1.1254-4 for
Form 4797. Instead, enter “From and Straddles. details.
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•  Net short-term capital gain (loss) interest in the corporation at the time If the corporation made a property
and net long-term capital gain (loss) the QSB stock was acquired. contribution, it will report on an
from Schedule D (Form 1120S) that See the Instructions for Schedule attached statement your share of
is not portfolio income. An example is D (Form 1040) for details on how to both the fair market value and
gain or loss from the disposition of report the gain and the amount of the adjusted basis of the property. Use
nondepreciable personal property allowable postponed gain. these amounts to adjust your stock
used in a trade or business activity of •  Gain eligible for section 1045 basis. If the corporation made a
the corporation. Report total net rollover (replacement stock not qualified conservation contribution, it
short-term gain (loss) on Schedule D purchased by the corporation). The will report the fair market value of the
(Form 1040), line 5. Report the total corporation should also give you (a) underlying property before and after
net long-term gain (loss) on Schedule the name of the corporation that the donation, the type of legal interest
D (Form 1040), line 12. issued the qualified small business contributed, and a description of the

(QSB) stock, (b) your share of the conservation purpose furthered by• Current year section 108(i)
corporation’s adjusted basis and the donation. If the corporation madecancellation of debt income. The
sales price of the QSB stock, and (c) a contribution of real property locatedcorporation will provide your share of
the dates the QSB stock was bought in a registered historic district, it willthe deferred amount that you must
and sold. To qualify for the section report any information you will needinclude in income in the current tax
1045 rollover: to take a deduction.year under section 108(i)(1) or

section 108(i)(5)(D)(i) or (ii). 1.  You must have held an interest For more details, see Pub. 526,
in the corporation during the entire•  Gain from the sale or exchange of Charitable Contributions, and the
period in which the corporation heldqualified small business (QSB) stock Instructions for Schedule A (Form
the QSB stock (more than 6 months(as defined in the Instructions for 1040). If your contributions are
prior to the sale),Schedule D (Form 1040)) eligible for subject to more than one of the AGI

2. Your share of the gain eligiblethe section 1202 exclusion. The limitations, see Pub. 526.
for the section 1045 rollover cannotcorporation should also give you (a) Charitable contribution deductionsexceed the amount that would havethe name of the corporation that are not taken into account in figuringbeen allocated to you based on yourissued the QSB stock, (b) your share your passive activity loss for the year.interest in the corporation at the timeof the corporation’s adjusted basis Do not enter them on Form 8582.the QSB stock was acquired, andand sales price of the QSB stock, and

Code A. Cash contributions (50%).3. You must purchase other QSB(c) the dates the QSB stock was
Report this amount, subject to thestock (as defined in the Instructionsbought and sold. The following
50% AGI limitation, on line 16 offor Schedule D (Form 1040)) duringadditional limitations apply at the
Schedule A (Form 1040).the 60-day period that began on theshareholder level.

date the QSB stock was sold by the Code B. Cash contributions (30%).1.  You must have held an interest
corporation. Report this amount, subject to thein the corporation when the

See the Instructions for Schedule 30% AGI limitation, on line 16 ofcorporation acquired the QSB stock
D (Form 1040) for details on how to Schedule A (Form 1040).and at all times thereafter until the
report the gain and the amount of thecorporation disposed of the QSB Code C. Noncash contributionsallowable postponed gain.stock. (50%). If property other than cash is

2. Your share of the eligible contributed, and if the claimedDeductionssection 1202 gain cannot exceed the deduction for one item or group of
amount that would have been similar items of property exceeds

Box 11. Section 179allocated to you based on your $5,000, the corporation must give you
interest in the corporation at the time a copy of Form 8283, NoncashDeduction
the QSB stock was acquired. Charitable Contributions, to attach toUse this amount, along with the total

your tax return. Do not deduct theSee the Instructions for Schedule cost of section 179 property placed in
amount shown on Form 8283. It is theD (Form 1040) for details on how to service during the year from other
corporation’s contribution. Instead,report the gain and the amount of the sources, to complete Part I of Form
deduct the amount identified by codeallowable exclusion. 4562, Depreciation and Amortization.
C, box 12, subject to the 50% AGI• Gain eligible for section 1045 The corporation will report on an
limitation, on line 17 of Schedule Arollover (replacement stock attached statement your share of the
(Form 1040).purchased by the corporation). The cost of any qualified enterprise zone,

corporation should also give you (a) qualified section 179 disaster If the corporation provides you with
the name of the corporation that assistance, or qualified real property information that the contribution was
issued the qualified small business it placed in service during the tax property other than cash and does
(QSB) stock, (b) your share of the year. Report the amount from line 12 not give you a Form 8283, see the
corporation’s adjusted basis and of Form 4562 allocable to a passive Instructions for Form 8283 for filing
sales price of the QSB stock, and (c) activity using the Instructions for requirements. Do not file Form 8283
the dates the QSB stock was bought Form 8582. If the amount is not a unless the total claimed deduction for
and sold. To qualify for the section passive activity deduction, report it on all contributed items of property
1045 rollover: Schedule E (Form 1040), line 28, exceeds $500.

column (i).1.  You must have held an interest Food inventory contributions.
in the corporation during the entire The corporation will report on anBox 12. Other Deductionsperiod in which the corporation held attached statement your share of
the QSB stock (more than 6 months Contributions. Codes A through G. qualified food inventory contributions.
prior to the sale), and The corporation will give you a The food inventory contribution is not

2. Your share of the gain eligible statement that shows charitable included in the amount reported in
for the section 1045 rollover cannot contributions subject to the 100%, box 12 using code C. The corporation
exceed the amount that would have 50%, 30%, and 20% adjusted gross will also report your share of the
been allocated to you based on your income limitations. corporation’s net income from the
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business activities that made the food Code J. Section 59(e)(2) These deductions are not taken
inventory contribution(s). Your expenditures. The corporation will into account in figuring your passive
deduction for food inventory show on an attached statement the activity loss for the year. Do not enter
contributions cannot exceed 10% of type and the amount of qualified them on Form 8582.
your aggregate net income for the tax expenditures for which you may make Code L. Deductions—portfolioyear from the business activities from a section 59(e) election. The (other). Generally, you should reportwhich the food inventory contribution statement will also identify the these amounts on Schedule A (Formwas made (including your share of property for which the expenditures 1040), line 28. See the Instructionsnet income from partnership or S were paid or incurred. If there is more for Schedule A (Form 1040), lines 23corporation businesses that made than one type of expenditure, the and 28, for details.food inventory contributions). Report amount of each type will also be
the deduction, subject to the 50% AGI listed. These deductions are not taken
limitation, on line 17 of Schedule A into account in figuring your passiveIf you deduct these expenditures in(Form 1040). activity loss for the year. Do not enterfull in the current year, they are them on Form 8582.Code D. Noncash contributions treated as adjustments or tax
(30%).  Report this amount, subject preference items for purposes of Code M. Preproductive period
to the 30% AGI limitation, on line 17 alternative minimum tax. However, expenses. You may be able to
of Schedule A (Form 1040). you may elect to amortize these deduct these expenses currently or
Code E. Capital gain property to a expenditures over the number of you may need to capitalize them
50% organization (30%). Report years in the applicable period rather under section 263A. See Pub. 225,
this amount, subject to the 30% AGI than deduct the full amount in the Farmer’s Tax Guide, and Regulations
limitation, on line 17 of Schedule A current year. If you make this section 1.263A-4 for details.
(Form 1040). See Special 30% Limit election, these items are not treated Code N. Commercial revitalizationfor Capital Gain Property in Pub. 526. as adjustments or tax preference deduction from rental real estateitems.Code F. Capital gain property activities.  Follow the Instructions(20%).  Report this amount, subject for Form 8582 to figure how much ofUnder the election, you can deductto the 20% AGI limitation, on line 17 the deduction can be reported oncirculation expenditures ratably overof Schedule A (Form 1040). Schedule E (Form 1040), line 28,a 3-year period. Research and
Code G. Contributions (100%). column (f).experimental expenditures and
The corporation will report your share mining exploration and development Code O. Reforestation expenseof qualified conservation contributions costs can be amortized over a deduction. The corporation willof property used in agriculture or 10-year period. Intangible drilling and provide a statement that describeslivestock production. This contribution development costs can be amortized the qualified timber property for theseis not included in the amount reported over a 60-month period. The reforestation expenses. The expensein box 12 using code C. If you are a amortization periods begin with the deduction is limited to $10,000farmer or rancher, you qualify for a month in which such costs were paid ($5,000 if married filing separately)100% AGI limitation for this or incurred. for each qualified timber property,contribution. Otherwise, your

including your share of the Make the election on Form 4562.deduction for this contribution is
corporation’s expense and anyIf you make the election, report thesubject to a 50% AGI limitation.
reforestation expenses youcurrent year amortization of sectionReport this deduction on line 17 of
separately paid or incurred during the59(e) expenditures from Part VI ofSchedule A (Form 1040). See Pub.
tax year.Form 4562 on line 28 of Schedule E526 for more information on qualified

(Form 1040). If you do not make theconservation contributions. If you did not materially participateelection, report the section 59(e)(2)Code H. Investment interest in the activity, use Form 8582 toexpenditures on line 28 of Scheduleexpense. Enter this amount on figure the amount to report onE (Form 1040) and figure theForm 4952, line 1. Schedule E (Form 1040), line 28. Ifresulting adjustment or tax preference you materially participated in theIf the corporation has investment item (see Form 6251, Alternative reforestation activity, report theincome or other investment expense, Minimum Tax—Individuals). Whether deduction on line 28, column (h), ofit will report your share of these items you deduct the expenditures or elect Schedule E (Form 1040).in box 17 using codes A and B. to amortize them, report the amount
Include investment income and on a separate line in column (h) of Code P. Domestic production
expenses from other sources to figure line 28 if you materially participated in activities information. The
how much of your total investment the activity. If you did not materially corporation will provide you with a
interest is deductible. participate, follow the Instructions for statement with information that you

Form 8582 to figure how much of theFor more information on the must use to figure the domestic
deduction can be reported in columnspecial provisions that apply to production activities deduction. Use
(f).investment interest expense, see Form 8903, Domestic Production

Form 4952 and Pub. 550. Activities Deduction, to figure thisCode K. Deductions—portfolio deduction. For details, see theCode I. Deductions—royalty (2% floor). Amounts entered with Instructions for Form 8903.income.  Enter deductions allocable code K are deductions that are clearly
to royalties on Schedule E (Form and directly allocable to portfolio Code Q. Qualified production
1040), line 19. For this type of income (other than investment activities income (QPAI). Report
expense, enter “From Schedule K-1 interest expense and section 212 the QPAI reported to you by the
(Form 1120S).” expenses from a REMIC). Generally, corporation (in box 12 of Schedule

These deductions are not taken you should report these amounts on K-1) on line 7b of Form 8903. Report
into account in figuring your passive Schedule A (Form 1040), line 23. See any portion of QPAI attributable to
activity loss for the year. Do not enter the Instructions for Schedule A (Form oil-related activities (identified on an
them on Form 8582. 1040), lines 23 and 28, for details. attached statement) on line 7a.
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Code R. Employer’s Form W-2 materially participate in the activity, D is reported on line 11 of Form
wages. Report the portion of Form use Form 8582 to determine the 8586.
W-2 wages reported to you by the amount that can be reported on Keep a separate record of the
corporation (in box 12 of Schedule Schedule E (Form 1040), line 28, low-income housing credit from each
K-1) on line 17 of Form 8903. column (f). If you materially separate source so that you can

participated in the production activity, correctly figure any recapture ofCode S. Other deductions.
report the deduction on Schedule E low-income housing credit that mayAmounts with this code may include:
(Form 1040), line 28, column (h). result from the disposition of all or•  Itemized deductions that Form •  Current year section 108(i) original part of your stock in the corporation.1040 filers report on Schedule A
issue discount deduction. The For more information on recapture,(Form 1040).
corporation will provide your share of see the instructions for Form 8611,• Soil and water conservation and
the corporation’s original issue Recapture of Low-Income Housingendangered species recovery
discount deduction deferred under Credit.expenditures. See section 175 for
section 108(i)(2)(A)(i) that islimitations on the amount you are Code E. Qualified rehabilitationallowable as a deduction in theallowed to deduct. expenditures (rental real estate).current tax year under section• Expenditures for the removal of The corporation will report your share108(i)(2)(A)(ii) or sectionarchitectural and transportation of the qualified rehabilitation108(i)(5)(D)(i) or (ii).barriers to the elderly and disabled expenditures and other information

that the corporation elected to treat you need to complete Form 3468 The corporation will give you a
as a current expense. The deductions related to rental real estate activitiesdescription and the amount of your
are limited by section 190(c) to using code E. Your share of qualifiedshare for each of these items.
$15,000 per year from all sources. rehabilitation expenditures from
• Interest expense allocated to property not related to rental realBox 13. Creditsdebt-financed distributions. The estate activities will be reported in

If you have credits that are passivemanner in which you report such box 17 using code C. See the
activity credits to you, you mustinterest expense depends on your Instructions for Form 3468 for details.
complete Form 8582-CR in additionuse of the distributed debt proceeds. If the corporation is reporting
to the credit forms identified below.If the proceeds were used in a trade expenditures from more than one
See Passive Activity Limitations,or business activity, report the activity, an attached statement will
earlier, and the Instructions for Forminterest on line 28 of Schedule E separately identify the expenditures
8582-CR for details.(Form 1040). In column (a) enter the from each activity.

name of the corporation and “interest Combine the expenditures (forIn general, shareholdersexpense.” If you materially Form 3468 reporting) from box 13,whose only sources for aparticipated in the trade or business code E, and from box 17, code C.credit listed on page 3 of Formactivity, enter the interest expense in
TIP

The expenditures related to rental3800 are partnerships, Scolumn (h). If you did not materially real estate activities (box 13, code E)corporations, cooperatives, estates,participate in the activity, follow the are reported on Schedule K-1and trusts, are not required toInstructions for Form 8582 to figure separately from other qualifiedcomplete the applicable credit form orthe interest expense you can report in rehabilitation expenditures (box 17,attach it to their return. Instead, theycolumn (f). Material participation is code C) because they are subject tocan report the credit amountsdefined earlier under  Passive Activity different passive activity limitationreported to them by theseLimitations. If the proceeds were rules. See the Instructions for Formpass-through entities directly on pageused in an investment activity, report 8582-CR for details.3 of Form 3800. However, whenthe interest on Form 4952. If the
Code F. Other rental real estateapplicable, all shareholders mustproceeds are used for personal
credits. The corporation will identifycomplete and attach the followingpurposes, the interest is generally not
the type of credit and any othercredit forms to their return.deductible.
information you need to figure these•  Contributions to a capital • Form 3468, Investment Credit (line credits from rental real estateconstruction fund (CCF). The 1a of Form 3800). activities (other than the low-incomededuction for a CCF investment is not • Form 8864, Biodiesel and housing credit and qualifiedtaken on Schedule E (Form 1040). Renewable Diesel Fuels Credit (line rehabilitation expenditures). TheseInstead, you subtract the deduction 1l of Form 3800). credits may be limited by the passivefrom the amount that would normally
activity limitations. If the credits arebe entered as taxable income on line Codes A, B, C, and D. Low-income
from more than one activity, the43 of Form 1040. In the margin to the housing credit. If section 42(j)(5)
corporation will identify the creditsleft of line 43, enter ‘‘CCF’’ and the applies, the corporation will report
from each activity on an attachedamount of the deduction. your share of the low-income housing
statement. See Passive Activity•  Penalty on early withdrawal of credit using code A or code C,
Limitations, earlier, and thesavings. Report this amount on Form depending on the date the building
Instructions for Form 8582-CR for1040, line 30. was placed in service. If section
details.• Film and television production 42(j)(5) does not apply, your share of

expenses. The corporation will the credit will be reported using code Code G. Other rental credits. The
provide a statement that describes B or code D, depending on the date corporation will identify the type of
the film or television production the building was placed in service. credit and any other information you
generating these expenses. Any allowable low-income housing need to figure these rental credits.
Generally, if the aggregate cost of the credit reported using code A or code These credits may be limited by the
production exceeds $15 million, you B is reported on line 4 of Form 8586, passive activity limitations. If the
are not entitled to the deduction. The Low-Income Housing Credit, or line credits are from more than one
limitation is $20 million for 1d of Form 3800 (see TIP, earlier). activity, the corporation will identify
productions in certain areas (see Any allowable low-income housing the credits from each activity on an
section 181 for details). If you did not credit reported using code C or code attached statement. See Passive
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Activity Limitations, earlier, and the Credits that may be reported with •  Qualified energy conservation
Instructions for Form 8582-CR for code P include the following. bond credit. Report this amount on
details. Form 8912.• Unused investment credit from the

• Build America bond credit. Reportqualifying advanced coal projectCode H. Undistributed capital
this amount on Form 8912.credit, qualifying gasification projectgains credit. Code H represents • Qualified school construction bondcredit, qualifying advanced energytaxes paid on undistributed capital
credit. Report this amount on Formproject credit or qualifying therapeuticgains by a regulated investment
8912.discovery project credit allocated fromcompany or real estate investment •  Mine rescue team training creditcooperatives (Form 3468, line 9).trust. Report these taxes on line 71 of
(Form 8923).• Unused investment credit from theForm 1040, check box “a” for Form • Agricultural chemicals securityrehabilitation credit or energy credit2439, and enter “Form 1120S.”
credit (Form 8931).allocated from cooperatives (FormReduce the basis of your stock by •  Credit for employer differential3468, line 13).this tax.
wage payments (Form 8932).• New hire retention credit (FormCode I. Alcohol and cellulosic • Carbon dioxide sequestration credit5884-B).biofuel fuels credit. If this credit (Form 8933).• Orphan drug credit (Form 8820).includes the small ethanol producer • Qualified plug-in electric drive• Qualified plug-in electric vehiclecredit, the corporation will provide motor vehicle credit (Form 8936).credit (Form 8834).additional information on an attached • Credit for small employer health• Renewable electricity, refined coal,statement. If no statement is insurance premiums (Form 8941).and Indian coal production credit. Theattached, report this amount on line 8 •  General credits from an electingcorporation will provide a statementof Form 6478, Alcohol and Cellulosic large partnership. Report theseshowing separately the amount ofBiofuel Fuels Credit. If a statement is credits on Form 3800, line 1bb.credit from Part I and Part II of Formattached, see the instructions for

8835.Form 6478, line 8. Box 14. Foreign• Indian employment credit (FormCode J. Work opportunity credit.
8845).Report this amount on line 3 of Form Transactions• Biodiesel and renewable diesel5884, Work Opportunity Credit, or line Codes A through N.  Use thefuels credit. If this credit includes the4b of Form 3800 (see TIP, earlier). information identified by codes Asmall agri-biodiesel producer credit,

Code K. Disabled access credit. through N, code Q, and any attachedthe corporation will provide additional
Report this amount on line 7 of Form statements to figure your foreign taxinformation on an attached statement.
8826, Disabled Access Credit, or line credit.If no statement is attached, report this
1e of Form 3800 (see TIP, earlier). amount on line 9 of Form 8864. If a

 If you have any qualifiedCode L. Empowerment zone and statement is attached, see the
dividends, capital gainsrenewal community employment instructions for Form 8864, line 9.
(including any capital gaincredit.  Report this amount on line 3 CAUTION

!
• New markets credit (Form 8874).

distributions), capital losses, netof Form 8844, Empowerment Zone • Credit for small employer pension section 1231 gains, or net sectionand Renewal Community plan startup costs (Form 8881). 1231 losses, you may have to makeEmployment Credit, or line 3 of Form • Credit for employer-provided certain adjustments to those amounts3800 (see TIP, earlier). childcare facilities and services (Form before taking them into account onCode M. Credit for increasing 8882). line 1a, line 5, or line 18 of Formresearch activities. Report this • Low sulfur diesel fuel production 1116.amount on line 37 of Form 6765, credit (Form 8896).
Credit for Increasing Research For details, see Form 1116,• Qualified railroad track
Activities, or line 1c of Form 3800 Foreign Tax Credit, and its separatemaintenance credit (Form 8900).
(see TIP, earlier). instructions. Also see Pub. 514,• Distilled spirits credit (Form 8906).

Foreign Tax Credit for Individuals.Code N. Credit for employer social • Nonconventional source fuel credit
security and Medicare taxes. (Form 8907). Codes O and P. Extraterritorial
Report this amount on line 5 of Form • Energy efficient home credit (Form income exclusion.
8846, Credit for Employer Social 8908). 1. Corporation did not claim theSecurity and Medicare Taxes Paid on • Energy efficient appliance credit exclusion. If the corporation reportsCertain Employee Tips, or line 4f of (Form 8909). your share of foreign trading grossForm 3800 (see TIP, earlier). • Alternative motor vehicle credit receipts (code O) and the

(Form 8910).Code O. Backup withholding. This extraterritorial income exclusion
is your share of the credit for backup • Alternative fuel vehicle refueling (code P), the corporation was not
withholding on dividends, interest property credit (Form 8911). entitled to claim the exclusion
income, and other types of income. • Qualified zone academy bond because it did not meet the foreign
Include this amount in the total you credit. Report this amount on Form economic process requirements. You
enter on Form 1040, line 62, and 8912. may still qualify for your share of this
attach a copy of your Schedule K-1 to • Clean renewable energy bond exclusion if the corporation’s foreign
your tax return. credit. Report this amount on Form trading gross receipts for the tax year

8912.Code P. Other credits. On a were $5 million or less. To qualify for
• New clean renewable energy bondstatement attached to Schedule K-1, this exclusion, your foreign trading
credit. Report this amount on Formthe corporation will identify the type of gross receipts from all sources for the
8912.credit and any other information you tax year also must have been $5
•  Qualified forestry conservationneed to figure credits other than million or less. If you qualify for the
bond credit. Report this amount onthose reported with codes A through exclusion, report the exclusion
Form 8912.O. Most credits identified by code P amount in accordance with the

will be reported on Form 3800 (see • Midwestern tax credit bond credit. instructions for box 1, 2, or 3,
TIP, earlier). Report this amount on Form 8912. whichever applies. See Form 8873,
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Extraterritorial Income Exclusion, for allocable to such properties that are Box 17. Other
details. included in boxes 2 through 12, 16, Information2. Corporation claimed the and 17 of Schedule K-1. Use the
exclusion. If the corporation reports amounts reported here and any other Code A. Investment income.
your share of foreign trading gross reported amounts to help you figure Report this amount on line 4a of Form
receipts but not the amount of the the net amount to enter on line 26 of 4952.
extraterritorial income exclusion, the Form 6251. Code B. Investment expenses.corporation met the foreign economic Code F. Other AMT items.  Enter Report this amount on line 5 of Formprocess requirements and claimed the information on the statement 4952.the exclusion when figuring your attached by the corporation on the Code C. Qualified rehabilitationshare of corporate income. You also applicable lines of Form 6251 or expenditures (other than rental realmay need to know your share of Schedule I (Form 1041). estate). The corporation will reportforeign trading gross receipts from

your share of qualified rehabilitationthis corporation to determine if you Box 16. Items Affecting expenditures and other informationmet the $5 million or less exception
you need to complete Form 3468 fordiscussed above for purposes of Shareholder Basis
property not related to rental realqualifying for an extraterritorial

Code A. Tax-exempt interest estate activities in box 17 using codeincome exclusion from other sources.
income. Report on your return, as C. Your share of qualified

Note. Upon request, the corporation an item of information, your share of rehabilitation expenditures related to
should furnish you a copy of the the tax-exempt interest received or rental real estate activities is reported
corporation’s Form 8873 if there is a accrued by the corporation during the in box 13 using code E. See the
reduction for international boycott year. Individual shareholders include Instructions for Form 3468 for details.
operations, illegal bribes, kickbacks, this amount on Form 1040, line 8b. If the corporation is reporting
etc. Generally, you must increase the expenditures from more than one

basis of your stock by this amount.Code Q. Other foreign activity, the attached statement will
transactions. On a schedule separately identify the expendituresCode B. Other tax-exempt income.
attached to Schedule K-1, the from each activity.Generally, you must increase the
corporation will report any other basis of your stock by the amount  Combine the expenditures (forinformation on foreign transactions shown, but do not include it in income Form 3468 reporting) from box 13,that you may need using code Q. on your tax return. code E and from box 17, code C. The

expenditures related to rental realCode C. Nondeductible expenses.Box 15. Alternative estate activities (box 13, code E) areThe nondeductible expenses paid or
reported on Schedule K-1 separatelyMinimum Tax (AMT) incurred by the corporation are not
from other qualified rehabilitationdeductible on your tax return.Items expenditures (box 17, code C)Generally, you must decrease the
because they are subject to differentUse the information reported in box basis of your stock by this amount.
passive activity limitation rules. See15 (as well as your adjustments and

Code D. Property distributions. the Instructions for Form 8582-CR fortax preference items from other
Reduce the basis of your stock (as details.sources) to prepare your Form 6251,
explained earlier) by distributions, notAlternative Minimum Code D. Basis of energy property.reported on Form 1099-DIV, ofTax—Individuals, or Schedule I If the corporation provides anproperty or money. This amount will(Form 1041), Alternative Minimum attached statement for code D, useinclude any amounts included inTax—Estates and Trusts. the information on the statement toincome with respect to new clean complete lines 12a-d, 12f, 12g, 12i,Code A.  This amount is your share renewable energy, qualified energy 12j, 12l, 12m, 12o, and 12q-s of Formof the corporation’s post-1986 conservation, qualified forestry 3468.depreciation adjustment. If you are an conservation, qualified schoolindividual shareholder, report this Codes E and F. Recapture ofconstruction, build America, or (foramount on line 18 of Form 6251. low-income housing credit. Thebonds issued after October 3, 2008)

corporation will identify by code ECode B.  This amount is your share qualified zone academy bonds. If
your share of any recapture of aof the corporation’s adjusted gain or these distributions exceed the basis
low-income housing credit from itsloss. If you are an individual of your stock, the excess is treated as
investment in partnerships to whichshareholder, report this amount on capital gain from the sale or
the provisions of section 42(j)(5)line 17 of Form 6251. exchange of property and is reported
apply. All other recapture ofon Form 8949 and Schedule D (FormCode C.  This amount is your share
low-income housing credits will be1040).of the corporation’s depletion
identified by code F.adjustment. If you are an individual Code E. Repayment of loans from

shareholder, report this amount on Keep a separate record of eachshareholders. If these payments
line 9 of Form 6251. type of recapture so that you will beare made on a loan with a reduced

able to correctly figure any creditCodes D and E. Oil, gas, & basis, the repayments must be
recapture that may result from thegeothermal properties—gross allocated in part to a return of your
disposition of all or part of yourincome and deductions. The basis in the loan and in part to the
corporate stock. For details, seeamounts reported on these lines receipt of income. See Regulations
Form 8611.include only the gross income (code section 1.1367-2 for information on

D) from, and deductions (code E) reduction in basis of a loan and Code G. Recapture of investment
allocable to, oil, gas, and geothermal restoration in basis of a loan with a credit. The corporation will provide
properties included in box 1 of reduced basis. See Rev. Rul. 64-162, any information you need to figure
Schedule K-1. The corporation should 1964-1 (Part 1) C.B. 304 and Rev. your recapture tax on Form 4255,
have attached a statement that Rul. 68-537, 1968-2 C.B. 372, for Recapture of Investment Credit. See
shows any income from or deductions details. the Form 3468 on which you took the
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original credit for other information 4. Your share of the gross sales the left of line 60. See section
you need to complete Form 4255. price or amount realized. 453(l)(3) for details on how to figure

5. Your share of the cost or other the interest.You may also need Form 4255 if
basis plus the expense of sale. Code N. Section 453A(c)your proportionate stock interest in

6.  Your share of the depreciation information. The corporation willthe corporation is reduced by more
allowed or allowable. report any information you need tothan one-third after you were

7.  Your share of the section 179 figure the interest due under sectionallocated part of an investment credit.
expense deduction (if any) passed 453A(c) with respect to certainCode H. Recapture of other credits. through for the property and the installment sales. If you are anOn a statement attached to Schedule corporation’s tax year(s) in which the individual, report the interest on FormK-1, the corporation will report any amount was passed through. 1040, line 60. Enter “453A(c)” and theinformation you need to figure the

amount of the interest on the dottedTo figure the depreciation allowedrecapture of other credits including
line to the left of line 60. See sectionor allowable for Form 4797, line 22,the new markets credit, qualified
453A(c) for details on how to figureadd to the amount from item 6 aboveplug-in electric vehicle credit, Indian
the interest.the amount of your share of theemployment credit, credit for

section 179 expense deduction, Code O. Section 1260(b)employer-provided childcare facilities
reduced by any unused carryover of information. The corporation willand services, alternative motor
the deduction for this property. This report any information you need tovehicle credit, alternative fuel vehicle
amount may be different than the figure the interest due under sectionrefueling property credit, and qualified
amount of section 179 expense you 1260(b). If the corporation had gainplug-in electric drive motor vehicle
deducted for the property if your from certain constructive ownershipcredit.
interest in the corporation has transactions, your tax liability must beCode I. Look-back changed. increased by the interest charge oninterest—completed long-term 8.  If the disposition is due to a any deferral of gain recognition undercontracts. The corporation will casualty or theft, any information you section 1260(b). Report the interestreport any information you need to need to complete Form 4684. on Form 1040, line 60. Enterfigure the interest due or to be 9. If the sale was an installment “1260(b)” and the amount of therefunded under the look-back method sale made during the corporation’s interest on the dotted line to the left ofof section 460(b)(2) on certain tax year, any information you need to line 60. See section 1260(b) forlong-term contracts. Use Form 8697, complete Form 6252, Installment details, including how to figure theInterest Computation Under the Sale Income. The corporation will interest.Look-Back Method for Completed separately report your share of all Code P. Interest allocable toLong-Term Contracts, to report any payments received for the property in production expenditures. Thesuch interest. the following tax years. See the Form corporation will report any informationCode J. Look-back 6252 instructions for details. you need relating to interest you areinterest—income forecast method.

required to capitalize under sectionThe corporation will report any Code L. Recapture of section 179 263A for production expenditures.information you need to figure the deduction. The corporation will See Regulations sections 1.263A-8interest due or to be refunded under report your share of any recapture of through 1.263A-15 for details.the look-back method of section section 179 expense deduction if
Code Q. CCF nonqualified167(g)(2) for certain property placed business use of any property for
withdrawals. The corporation willin service after September 13, 1995, which the section 179 expense
report your share of nonqualifiedand depreciated under the income deduction was passed through to
withdrawals from a capitalforecast method. Use Form 8866, shareholders dropped to 50% or less
construction fund (CCF). TheseInterest Computation Under the before the end of the recapture
withdrawals are taxed separatelyLook-Back Method for Property period. If this occurs, the corporation
from your other gross income at theDepreciated Under the Income must provide the following
highest marginal ordinary income orForecast Method, to report any such information.
capital gains tax rate. Attach ainterest. 1. Your share of the depreciation statement to your federal income taxCode K. Dispositions of property allowed or allowable (not including return to show your computation ofwith section 179 deductions. The the section 179 expense deduction). both the tax and interest for acorporation will report your share of 2.  Your share of the section 179 nonqualified withdrawal. Include thegain or loss on the sale, exchange, or expense deduction (if any) passed tax and interest on Form 1040, lineother disposition of property for which through for the property and the 60. On the dotted line to the left ofa section 179 expense deduction was corporation’s tax year(s) in which the line 60, enter the amount of tax andpassed through to shareholders with amount was passed through. Reduce interest and “CCF.”code K. If the corporation passed this amount by the portion, if any, of
Code R. Depletion information—oilthrough a section 179 expense your unused (carryover) section 179
and gas. This is your share of grossdeduction for the property, you must expense deduction for this property.
income from the property, share ofreport the gain or loss, if any, and any
production for the tax year, etc.,recapture of the section 179 expense Code M. Section 453(l)(3)
needed to figure your depletiondeduction for the property on your information. The corporation will
deduction for oil and gas wells. Theincome tax return (see the report any information you need to
corporation should also allocate toInstructions for Form 4797 for figure the interest due under section
you a proportionate share of thedetails). The corporation will provide 453(l)(3) with respect to the
adjusted basis of each corporate oilall the following information. disposition of certain timeshares and
or gas property. See Pub. 535 for1. Description of the property. residential lots on the installment
details on how to figure your2. Date the property was acquired method. If you are an individual,
depletion deduction.and placed in service. report the interest on Form 1040, line

3. Date of the sale or other 60. Enter “453(l)(3)” and the amount Reduce the basis of your stock by
disposition of the property. of the interest on the dotted line to the amount of this deduction up to the
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extent of your adjusted basis in the not do so. See the Instructions for cannot be used to increase your
property. Form 8886 for details. stock basis. Because this amount is

2.  Gross farming and fishing already included in income elsewhereCode S. Amortization of
income. If you are an individual on Schedule K-1, you must reducereforestation costs. The
shareholder, report this income, as an your stock basis by this amount. Seecorporation will provide a statement
item of information, on Schedule E line 3 of the Worksheet for Figuring aidentifying your share of the
(Form 1040), Part V, line 42. Do not Shareholder’s Stock Basis.amortizable basis of reforestation
report this income elsewhere on Form 7.  Qualified investment inexpenditures paid or incurred before
1040. qualifying advanced coal projectOctober 23, 2004. The corporation

property. Use the amounts thewill report your share of the For a shareholder that is an estate
corporation provides you to figure theamortizable basis of reforestation or trust, report this income to the
amounts to report on Form 3468,expenditures for 2004. Your beneficiaries, as an item of
lines 5a, 5b, and 5c.amortizable basis of reforestation information, on Schedule K-1 (Form

8. Qualified investment inexpenditures for each tax year from 1041). Do not report it elsewhere on
qualifying gasification property. Useall properties is limited to $10,000 Form 1041.
the amounts the corporation provides($5,000 if married filing separately), 3.  Excess farm loss limitation. If
you to figure the amounts to report onincluding your share of the the corporation has deductions
Form 3468, lines 6a and 6b.corporation’s expenditures and any attributable to a farming activity, it will

9. Qualified investment inqualified reforestation expenditures provide a statement showing the
qualifying advanced energy projectyou separately paid or incurred. To aggregate gross income or gain and
credit property. Use the amounts thefigure your allowable amortization, the aggregate deductions from the
corporation provides you to figure thesee section 194 and Pub. 535. farming activity that you need to
amounts to report on Form 3468, linefigure any excess farm loss limitation.Follow the Instructions for Form 7.It will also provide information on any8582 to report a deduction allocable 10. Qualified investment in aapplicable subsidy it receives thatto a passive activity. If you materially qualifying therapeutic discoverywould trigger the excess farm lossparticipated in the reforestation project. Use the amounts thelimitation. See section 461(j) andactivity, report the deduction on line corporation provides you to figure thePub. 225 for details.28, column (h), of Schedule E (Form amounts to report on Form 3468, line4.  The amount included in gross1040). 8.income with respect to qualified zoneCode T. Section 108(i) information. 11.  Inversion gain. The corporationacademy bonds issued beforeIf the corporation made a section will provide a statement showing theOctober 4, 2008. Income with respect108(i) election, it will provide all the amounts of each type of income orto these qualified zone academyinformation you will need to gain that is included in inversion gain.bonds cannot be used to increasedetermine your share of the following. The corporation has includedyour stock basis. Because this•  Deferred cancellation of debt inversion gain in income elsewhereamount is already included in incomeincome. on Schedule K-1. Inversion gain iselsewhere on Schedule K-1, you• Deferred original issue discount also reported under code U becausemust reduce your stock basis by thisdeduction. your taxable income and alternativeamount. See line 3 of the Worksheet

Code U. Other information. The minimum taxable income cannot befor Figuring a Shareholder’s Stock
corporation will report: less than the inversion gain. Also,Basis.

your inversion gain (a) is not taken1.  Any information you need to 5. The amount included in gross
into account in figuring the netcomplete a disclosure statement for income with respect to clean
operating loss (NOL) for the tax yearreportable transactions in which the renewable energy bonds. Income
or the NOL that can be carried overcorporation participates. If the with respect to clean renewable
to each tax year, (b) may limit yourcorporation participates in a energy bonds cannot be used to
credits, and (c) is treated as incometransaction that must be disclosed on increase your stock basis. Because
from sources within the U.S. for theForm 8886, Reportable Transaction this amount is already included in
foreign tax credit. See section 7874Disclosure Statement, both you and income elsewhere on Schedule K-1,
for details.the corporation may be required to you must reduce your stock basis by

12. Any other information you mayfile Form 8886 for the transaction. this amount. See line 3 of the
need to file your return not shownThe determination of whether you are Worksheet for Figuring a
elsewhere on Schedule K-1.required to disclose a transaction of Shareholder’s Stock Basis.

the corporation is based on the 6.  The amount included in gross The corporation should give you a
category(s) under which the income with respect to Midwestern description and the amount of your
transaction qualifies for disclosure tax credit bonds. Income with respect share for each of these items.
and is determined by the corporation. to Midwestern tax credit bonds
You may have to pay a penalty if you
are required to file Form 8886 and do
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